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K mart Corporation 

2,989,345 ADDITIONAL SHARES OF COMMON STOCK 
ISSUABLE IN CONNECTION WITH THE 1973 STOCK OPTION PLAN 


Number of Shares of Common Stock 
Issued on October 27, 1978: 
122,142,204 


Number of Stockholders of Record 
on October 27, 1978: 
103,753 


DESCRIPTION OF TRANSACTION 

K mart Corporation, a Michigan corporation (the “Company”) currently has in effect a 1973 Stock 
Option Plan (the “1973 Plan”), under which options are currently outstanding and under which additional 
options may also be granted in the future. Pursuant to an amendment to the 1973 Plan, the total number 
of shares available for options under that Plan was increased by 2,000,000 shares from 1,000,000 to 
3,000,000 shares. This application is filed with respect to the 2,000,000 additional shares of Common Stock 
reserved for issuance upon exercise of options which have been or may be granted under the 1973 Plan 
pursuant to the amendment and 989,345 shares of Common Stock previously authorized for issuance under 
the 1973 Plan. 

Further details as to the 1973 Plan, as amended, are contained in the Prospectus dated September 1, 
1978, which is incorporated herein and made a part of this Listing Application. 

Upon the issuance of shares of Common Stock upon the exercise of options under the 1973 Plan, the 
Company will credit $ 1.00 (the par value of each share of Common Stock) to the Common Stock Account and 
will credit any excess of the option price over such par value to Capital in Excess of Par Value. Upon the 
issuance of shares of Common Stock upon the exercise of stock appreciation rights, the Company will credit 
$ 1.00 (the par value of each share of Common Stock) to the Common Stock Account and will credit any excess 
of the fair market value over such par value to Capital in Excess of Par Value. 


RECENT DEVELOPMENTS 

There have not been any recent developments affecting the Company or its business which have not 
been released to the public since the latest Annual Report. 


AUTHORITY FOR ISSUANCE 

The Board of Directors of the Company on April 17, 1973 approved the 1973 Plan, subject to the 
approval of stockholders. The 1973 Plan was approved by stockholders of the Company on June 22, 
1973. The amendment to the 1973 Plan was adopted by the Board of Directors on March 21, 1978 and 
approved by stockholders on May 23, 1978. 
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OPINION OF COUNSEL 

The opinion of Messrs. Dickinson, Wright, McKean, Cudlip & Moon, 800 First National Building, 
Detroit, Michigan 48226, has been submitted to the New York Stock Exchange, Inc. to the effect that: (i) 
the additional shares of Common Stock of the Company covered by the 1973 Plan have been duly 
authorized, and when issued and sold pursuant to the 1973 Plan, will be validly issued, fully paid and 
nonassessable; and no personal liability will attach to the holders thereof under the existing laws of the State of 
Michigan, the Company’s place of incorporation and where its principal office is located; and (ii) the 
additional shares of Common Stock of the Company to be issued upon the exercise of options granted or to be 
granted under the 1973 Plan have been duly registered under the Securities Act of 1933 by a Registration 
Statement on Securities and Exchange Commission Form S-8 which became effective on September 1, 1978. 

K mart Corporation 


By: R. E. DAVIS 

Vice President and Secretary 

The New York Stock Exchange, Inc. hereby authorizes the listing of: 

2,989,345 additional shares of Common Stock, $1 par value, of K mart Corporation upon official 
notice of issuance pursuant to the 1973 Stock Option Plan, as here and above described, making a 
total of 134,329,800 shares of Common Stock authorized to be listed. 


RICHARD A. GRASSO, Vice President WILLIAM M. BATTEN, Chairman of the Board 

Corporate Services Department New York Stock Exchange, Inc. 







PROSPECTUS 


K mart Corporation 

STOCK OPTIONS 


This Prospectus relates to 2,989,345 shares of Common Stock, $1.00 par value, of K mart 
Corporation (the “Company”) which are being offered by the Company, as set forth herein, 
under the 1973 Stock Option Plan (the “Plan”) to eligible employees of the Company and its 
subsidiaries who have been granted presently outstanding options and as may be granted 
options in the future to purchase shares of Common Stock pursuant to the Plan. 


No person has been authorized to give any information or to make any representations, 
other than those contained in this Prospectus, and if given or made, such information or 
representations must not be relied upon as having been authorized. This Prospectus does not 
constitute an offer to sell or a solicitation of an offer to buy any of the securities in any state or 
other jurisdiction to any person to whom it is unlawful to make such offer or solicitation in 
such state or other jurisdiction. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. 

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE, 


The date of this Prospectus is September 1, 1978 
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1973 STOCK OPTION PLAN 


General Information 

The 1973 Stock Option Plan of the Company (the “Plan”) was adopted by resolution of the 
Board of Directors of the Company on April 17, 1973 and approved by stockholders of the 
Company at the annual meeting held on June 22, 1973, which was the effective date of the Plan. 
The Plan was amended by resolution of the Board of Directors on March 21, 1978, which action was 
approved by stockholders on May 23,1978. The amendment authorized an additional 2,000,000 shares 
of Common Stock to be reserved for options which may be granted under the Plan and provided for 
Stock Appreciation Rights. 

The issuer under the Plan is the Company whose principal executive office is located at 3100 
West Big Beaver Road, Troy, Michigan 48084 and its telephone number is (313) 643-1000. 

The Plan is intended as an incentive and to encourage stock ownership by key employees of the 
Company and its subsidiaries in order to provide such employees with a proprietary interest or to 
increase their proprietary interest in the Company’s success and to encourage them to remain in the 
employment of the Company. 

Administration 

The Plan is administered by a Stock Option and Award Committee (the “Committee”) of not less 
than three directors of the Company who are appointed by its Board of Directors and who are not 
eligible to participate in the Plan while serving as members. Membership on the Committee shall not 
affect or impair any such member’s rights under any option granted to him at a time when he was 
not a member of the Committee. A majority of the Committee shall constitute a quorum and the acts 
of a majority of the members present at any meeting of the Committee at which a quorum is present 
or acts approved in writing by a majority of the entire Committee shall be the acts of the Committee. 
The determination of such majority on all questions of interpretation and application of the Plan 
shall be final and binding upon all persons. The names and addresses of the present members of the 
Committee are: 

A. H. Aymond- 

H. B. Cunningham 

D. B. Harper. 

R. W. Purcell . 

Eligibility 

Eligible employees, the number of shares to be optioned to an employee and the terms and 
conditions of an option are determined by the Committee in accordance with the provisions of the 
Plan. The Committee has been authorized to grant options to key employees of the Company and its 
subsidiaries, including officers and directors who are full time salaried employees of the Company. 
The Company estimates that there are approximately 3,000 such employees. In determining the 
eligibility of a person to receive an option and the number of shares to be optioned to him, the 
Committee will consider the position and responsibilities of such person, the nature and value to the 
Company of his services and accomplishments, his present and potential contribution to the success 
of the Company and such other factors as the Committee may deem relevant. 

Any option granted under the Plan shall, as designated by the Committee at the time of the 
grant, be either an option which is a qualified option under the Internal Revenue Code, as 
amended, (a “Qualified” option) or an option which is not so qualified (a “Non-Qualified” option). 


212 West Michigan Avenue, Jackson, Michigan 49201 
. 210 Lowell Court, Bloomfield Hills, Michigan 48013 
.3412 North Union Street, St. Louis, Missouri 63115 
...30 Rockefeller Plaza, New York, New York 10020 
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The shares covered by the Plan may be either authorized and unissued shares or issued shares 
which have been re-acquired by the Company. 


Price 

The option price of options granted under the Plan shall be not less than the mean of the 
highest prices and lowest prices at which the Common Stock of the Company shall have been sold on 
the New York Stock Exchange on the date of grant of the option. Payment for shares purchased 
upon the exercise of an option must be made in cash, check or similar means. 


Duration and Exercise of Options 

The options granted under the Plan must be exercised by the earlier of (a) the date specified by 
the Committee at the date of grant (which shall be a maximum of five years as to a Qualified option 
and a maximum of ten years as to a Non-Qualified option), (b) three months after termination of 
employment of the optionee, or (c) twelve months after the death of the optionee. In the case of an 
option granted to an optionee who is less than 61 years of age and the maximum exercise period of 
which is 5 years or more at the time of the grant, such option is exercisable upon grant by the optionee at 
the cumulative rate of 20% of the aggregate shares covered by such option during each year of his 
employment subsequent to its grant, so that such optionee is not entitled to purchase the entire amount 
of stock called for by his option until the fifth year of employment from the date of grant thereof. 
Provided, however, that upon the retirement of an optionee because of mental or physical disability as 
defined in the Company’s Retirement Pension Plan, he is entitled to purchase, within three months after 
retirement, the entire amount of stock covered by the option without regard to such percentage 
limitations. Provided further, that in the case of the optionee’s death, his option may be exercised for up 
to one year after the date of death as to the entire amount covered by his option without regard to such 
percentage limitations. 

A Qualified option shall not be exercisable by an optionee so long as there is outstanding any 
prior Qualified option which was granted to such optionee at a price higher than the option price of 
the later Qualified option. In the event an option is granted under the Plan to an optionee at a lower 
price than any previously granted outstanding option the exercise of which is limited by the above 
percentage limitations, such percentage limitations shall no longer apply to the prior option or 
options. 


Non-Transferability 

Options granted under the Plan are exercisable during the optionee’s lifetime only by him, are 
not subject to any debts or liabilities of an optionee and are not assignable or transferable otherwise 
than by will or the laws of descent and distribution; provided, however, that an option may, after the 
death of the optionee, be exercised by a beneficiary designated by the optionee, or in the case of 
disability of the optionee be exercised by his legal representative or guardian. 


Adjustments 

The Committee shall make appropriate adjustments in the price of the shares and the number 
alloted or subject to allotment if there is any change in the Common Stock of the Company as a 
result of a stock dividend, stock split, recapitalization or otherwise. 
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Agreement to Continue Employment 

In consideration of the grant of each option and as a condition to its exercise, the optionee shall 
deliver to the Company a written agreement to remain in the employ of the Company, at the 
pleasure of the Company, for a period of at least two years from the date of grant of such option or 
until his normal retirement date. 

Stock Appreciation Rights 

The Committee may in its sole discretion approve the request of an optionee who is a director or 
officer to surrender all or part of an option in return for Common Stock of the Company, cash or a 
combination of both equal to any appreciation in the value of the surrendered shares over the 
option price. Such a request may only be made to the extent that the related option is exercisable 
and the right to make the request shall be subject to and governed by the terms and conditions 
which are applicable to the related option, except that such right may not be exercised by the 
beneficiaries or successors of the optionee after his death. In addition, neither the request nor the 
related option may be exercised within six months after the date the option is granted, and cash may 
be issued in settlement of a request only if the request is made within a period of three to twelve days 
following the release by the Company of quarterly or annual sales and earnings. 

U. S. Income Tax Status 

All options which have been granted under the Plan are Non-Qualified options. There is no intent 
to grant any Qualified options under the Plan. It is the opinion of the Company that although the 
receipt by an optionee of a Non-Qualified option granted under the Plan will not result in taxable 
income to the optionee, if shares are issued to an optionee upon the exercise of such an option, taxable 
income will result to the optionee in the amount of the excess of market value at date of exercise over 
option price and a like amount will be allowed as a deduction to the Company; if any shares so issued are 
later sold, the difference between the market value at date of exercise and the optionee’s sale price will 
be taxable gain or loss to the optionee, as the case may be, for Federal income tax purposes. 

It is further the opinion of the Company that an optionee will realize ordinary taxable income 
equal to the market value of any shares of Common Stock or cash received under a stock 
appreciation right and the Company will be entided to a tax deduction in the same amount. If any 
shares so received are later sold, the difference between the market value at the date of the exercise 
of the stock appreciation right and the optionee’s sale price will be taxable gain or loss to the 
optionee, as the case may be, for Federal income tax purposes. 

The Plan is not subject to the Employee Retirement Income Security Act of 1974, and the Plan is 
not qualified under Secdon 401 (a) of the Internal Revenue Code. 

Expiration, Termination and Amendment of Plan 

Options may be granted under the Plan at any time and from time to time prior to April 17, 
1983, on which date the Plan will expire, except as to options then outstanding which shall remain in 
effect until they have been exercised or have expired. 

The Board of Directors of the Company may from time to time alter, amend, suspend or 
discontinue the Plan, except that approval of stockholders is required with respect to any amend¬ 
ment which would (i) increase above 3,000,000 the number of shares of Common Stock on which 
opuons may be granted or which may be issued under the Plan, (ii) materially increase the benefits 
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accruing to optionees under the Plan, or (iii) materially modify the provisions of the Plan relating to 
eligibility to be granted an option or stock appreciation right. In addition, the Plan and each option 
under it is subject to amendment or modification by the Committee in order to comply with 
applicable laws, rules, regulations and governmental approvals. 

Options Granted Under Plan 

There were outstanding as of July 1, 1978, options for 1,563,145 shares under the Plan held by 
1,360 officers and other key employees at an average option price per share of $29.66. The 
expiration dates on all options outstanding under the Plan range from July 16, 1983 to June 19, 
1988. 

As of July 1, 1978, 1,426,200 shares are available for the grant of options under the Plan. 

Sales Under Federal Securities Laws 

The shares of Common Stock of the Company issued upon the exercise of stock options may be 
sold at any time or from time to time without restrictions under the Federal securities laws. 
However, certain officers and directors of the Company who may be deemed to be “affiliates” under 
the rules of the Securities and Exchange Commission may sell their shares of Common Stock issued 
under the Plan only within the limitations of Rule 144 promulgated by the Commission or pursuant 
to a registration statement on Form S-16. Officers of the Company are also subject to Section 16 
under the Securities Exchange Act of 1934 which regulates profits realized from purchases and sales 
within a period of less than six months. 


ADDITIONAL INFORMATION 

Price Range of Common Stock and Dividend Policy 

The following table indicates the high and low sales prices of the Common Stock of the 
Company for the periods indicated, as reported by The Commercial and Financial Chronicle through 
January 23, 1976 on the New York Stock Exchange and thereafter on the Composite Tape: 


Year 

High 

Low 

Year 

High 

Low 

1973 . 

. 51% 

28% 

1977: 



1974 . 

. 38% 

18% 

First Quarter. 

. 40% 

31% 

1975 . 

. 35% 

20% 

Second Quarter . 

. 33% 

25% 

1976 . 

. 43% 

31% 

Third Quarter. 

• 31% 

26% 

1977 . 

. 40% 

25% 

Fourth Quarter. 

. 31% 

26 

1976: 






First Quarter. 

. 39% 

31% 

1978: 



Second Quarter . .. 

....... 38% 

33% 

First Quarter. 

. 27% 

23% 

Third Quarter. 

. 41% 

35% 

Second Quarter . 

. 28% 

23 

Fourth Quarter .... 

. 43% 

38% 

Third Quarter (through 






August 25). 

. 29% 

24 


On August 25, 1978, the last reported sale price of the Common Stock on the Composite Tape was 
$28. 
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A dividend of 6 cents a share was paid during the first fiscal quarter of 1976 and a dividend of 8 
cents a share was paid during the final three fiscal quarters of 1976. A dividend of 8 cents a share 
was paid during the first fiscal quarter of 1977 and a dividend of 14 cents a share was paid during 
the final three fiscal quarters of 1977. A dividend of 14 cents a share was paid during the first fiscal 
quarter of 1978 and a dividend of 18 cents a share was paid during the second fiscal quarter of 
1978. 

Consolidated Summary of Operations 

The Summary of Operations appearing on Pages 14 and 15 of the K mart Corporation 1977 
Annual Report to Stockholders insofar as it relates to the five years ended January 25, 1978 and 
Management’s Discussion and Analysis thereof included on Pages 20 and 21 of the Annual Report, 
are incorporated by reference into this Prospectus. 

“Earnings per common and common equivalent share” for the five years ended January 25, 
1978 were computed by dividing net income by the weighted average number of shares of common 
stock and dilutive common stock equivalents outstanding during each year. The number of common 
shares in each of the five years ended January 25, 1978 was increased by the number of shares 
issuable under the stock option and stock purchase incentive plans, less the number of shares which 
were assumed to have been purchased at average market prices with the proceeds of sales under the 
plans. 

In making the computation of earnings per common and common equivalent share for the 
three years ended January 25, 1978 common shares at the beginning of the year were increased by 
the number of shares issuable on conversion of the 6% convertible subordinated debentures issued 
in 1974 and net income was adjusted for interest expense and amortization of debenture expense 
net of related tax effect. Such shares were excluded in the year ended January 29, 1975 computa¬ 
tion as their effect was anti-dilutive. The number of shares used in computing earnings per common 
and common equivalent share for the five years ended January 25, 1978 were: 1974—119,787,217, 
1975—120,181,154, 1976—126,200,936, 1977—126,780,689, 1978—127,179,036. 

Interim Financial Information 

Sales and net income for the 26 weeks ended July 26, 1978 aggregated $5,040,821,000 and 
$119,271,000 ($.96 a share), respectively, compared with $4,353,734,000 and $112,468,000 ($.91 a 
share) for the 26 weeks ended July 27, 1977. Such results have not been audited, but, in the opinion of 
management of the Company, all adjustments (consisting only of normal recurring adjustments) 
necessary for a fair presentation of the results of operations for such periods have been included. The 
results of operations for the 26 weeks ended July 26, 1978 are not necessarily indicative of the results to 
be expected for the year ending January 31, 1979. The increase in sales and net income for the 26 weeks 
ended July 26, 1978 was due principally to 38 additional K mart stores, general price level changes and a 
general increase in store for store sales. 


Business and Management 

A description of the business of the Company, together with the names of the directors and 
executive officers with their principal occupation, is set forth in the annual report of the Company 
to its stockholders for the year ended January 25, 1978, and such information is incorporated herein 
by reference. 
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Description of Common Stock 

The following is a brief summary of certain provisions with respect to the Common Stock of the 
Company: 

Dividend Rights 

The holders of Common Stock are entitled to dividends when and as declared from income 
retained for use in the business by the Board of Directors of the Company. Under the provisions of 
its note purchase agreement the Company is subject to restrictions relating to income retained for 
use in the business, working capital and indebtedness, which may affect the payment of dividends, 
distributions to stockholders and acquisitions of capital stock. At July 26, 1978, income retained for use 
in the business of the Company and available for cash dividends and other stock distributions and 
acquisitions was approximately $656 million in excess of the amount so restricted. 

Voting Rights 

At every meeting of stockholders, the holders of Common Stock shall have the right to vote in 
the election of directors and upon each other matter coming before any meeting of the stockholders 
on the basis of one vote for each share of Common Stock held. 

Liquidation Rights 

In the event of any liquidation, dissolution or winding up of the Company, the holders of 
Common Stock shall be entitled, after payment or provisions for payment of the debts and other 
liabilities of the Company, to share ratably in the remaining net assets of the Company. 

Preemptive Rights 

The holders of Common Stock shall have no preemptive right to subscribe for any additional 
shares of capital stock or other obligations convertible into shares of capital stock which may 
hereafter be issued by the Company. 

Liability for Further Calls 

The Common Stock is fully paid and non-assessable. Holders of outstanding Common Stock, 
including holders of shares issued under the Plan, are not liable to further calls or assessments. 


Financial Statements 

The annual report to stockholders of the Company for the year 1977, a copy of which has been 
provided, contains financial statements of the Company and its consolidated subsidiaries for the two 
years ended January 25, 1978, together with the report thereon of Price Waterhouse & Co., 
independent accountants (pages 21 to 33, inclusive). Such financial statements and report are 
incorporated herein by reference. An additional copy of the annual report to stockholders for the 
year 1977 will be furnished upon the request of an employee of the Company. 
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